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W. R. Grace & Co. 


AND SUBSIDIARY COMPANIES 


CONSOLIDATED STATEMENT OF INCOME AND EARNED SURPLUS 
FOR THE YEAR ENDED DECEMBER 31, 1951 


Sales and operating revenues . . - « « $269,485,425 
Less—Cost of goods sold, selling, ‘operating, general and 
administrative expenses (including Seondieien of $5,369,254) 251,508,489 
§ 1879 088 


Dividend and interest income (met) . . . . «1... ss we ew w 
Piant icc O86 OF SOCUTIOR nisl se OR he SO OS 1,464,474 
Pront trom Sale Or PrGperuee Sk 8} 8. law el 224,263 
$ 20,464,761 
Less: 
Provision for recapture of profits of Grace had = ca hep’ 
Federal Maritime Administration . . $ 1,067,460 
Other charges (met) . ... tee re th eet 86,697 
1,104,157 
$ 19,360,604 
U.S. and foreign taxes on income—Note5. . ....+ 5444 -s 7,756,423 


$ 11,604,181 
Less—Income applicable to minority stockholders in consolidated 


subsidiary companies. . . 1,579,328 
Net income before deducting provision ‘for unrealized foreign exchange 
differential arising in consolidation. . . a $ 10,024,853 


Less—Provision for unrealized foreign exchange differential | 
arising in consolidation (after coameaaeal aie 602 shinee 


to minority stockholders) . . Pe ee ie 1,531,885 
en a a a a a ee $ 8,492,968 
Earned surplus, January 1,1951. . P 112,400,056 

Portion of undistributed earned surplus at ‘January i, 1951 of | 
subsidiaries in which majority interests were acquired i in 1951 1,162,803 
$122,055,827 
Less: 
Dividends paid— 
On preferred stocks oko 8 Oe a acw 8 aie 
On common stock (Si. 60 per share) i ae eae 4,176,000 
$ 5,186,000 
Amount transferred to common stock account as Laerneeinet 
by the stockholders on September 7, 1951 cia 14,100,000 
19,236,000 
Earned surplus, December 31,1951—Note6.. . . $102,819,827 


(See notes to ere aikeniaibes 


OPINION OF INDEPENDENT PUBLIC ACCOUNTANTS 
To the Stockholders of 
W. R. Grace & Co. 


In our opinion, the accompanying statements present fairly the consolidated financial position of W. R. 
Grace & Co. and its subsidiary companies at December 31, 1951 and the results of their operations for the 
year then ended, in conformity with generally accepted accounting principles applied on a basis consistent with 
that of the preceding year. 


Our examination of the statements was made in accordance with generally accepted auditing standards 
and accordingly included such tests of the accounting records and such other auditing procedures as we con- 
sidered necessary in the circumstances, although we did not examine the statements of two consolidated sub- 
sidiaries in which majority interests were acquired in 1951 nor were their statements examined by other 
independent public accountants; after deducting minority interest, approximately 4% of the consolidated net 
assets at December 31, 1951 and approximately 2% of the consolidated net income for the year 1951 relate 
to these subsidiaries. 


New York 
April 29, 1952 


W. R. Grace & Co. 


AND SUBSIDIARY COMPANIES 


NOTES TO FINANCIAL STATEMENTS 


DECEMBER 31, 1951 
1. Principles of Consolidation: . 


The accounts of all majority owned subsidiary companies (other than Grace National Bank of New 
York and Grace Staff Corporation) were included in the consolidated financial statements. The accounts of 
Grace National Bank of New York, of which 89.8% of the outstanding capital stock was owned by the com- 
pany, were not included in the consolidation because of the nature of its operations. The assets of Grace Staff 
Corporation (a wholly owned subsidiary) as at December 31, 1951 consisted principally of 134,337 shares of 
common (held primarily for resale to employees), 1,868 shares of Class A preferred and 2,049 shares of Class 
B —— stock of W. R. Grace & Co. and $552,289 receivable from a HO of W. R. Grace & Co. and sub- 
sidiary and affiliated companies arising from sales of common stock of W. R. Grace & Co. secured by the 
shares sold. Sales, cost of goods sold, operating revenues and expenses, representing intercompany trans- 
actions between the companies included in the consolidation, were eliminated. Intercompany profit in inven- 
tories was not eliminated because it was impracticable to determine the amount; it is believed, however, that 
such amount was not material. 

The company’s equity in the earnings of its unconsolidated subsidiary and affiliated companies (Gulf & 
South American Steamship Co., Inc., Pan American-Grace Airways, Inc., each 50% owned, Grace National 
Bank of New York and Grace Staff Corporation) for the year 1951 was $996,556 in excess of dividends re- 
ceived from those companies, 

The company’s equity in the net income of Pan American-Grace Airways, Inc. was based on its income 
account including mail pay at temporary rates fixed by the Civil Aeronautics Board. Proceedings now before 
the Board to determine the final rates for mail pay are expected to result in a material reduction in its earn- 
ings for the year 1951 and prior years, the amount of which is not presently determinable. 

The income applicable to minority stockholders in consolidated subsidiary companies for the year 1951 
may be summarized as follows: 

Minority share of net income before deducting provision for un- 
realized foreign exchange differential arising in consolidation . $1,579,328 

Less—Minority share of provision for unrealized foreign ex- 
change differential arising inconsolidation . . ...... 384,602 
Minority share in net income for the year . . . . . . . . $1,194,726 


2. Principles of Conversion of Foreign Currencies: 

The following principles were applied in converting the accounts of foreign subsidiary companies and 
branches, but owing to the varying exchange restrictions imposed by foreign governments, some exceptions 
were necessary in order to obtain a conservative dollar translation. 

Net current assets were converted at official year-end rates. Fixed assets and related depreciation were 
converted at rates in effect at dates the assets were acquired. Profits of companies operating abroad have 
been converted at actual remittance rates to the extent remitted to the United States; the unremitted portions 
of such profits have been converted at estimated rates at which they may be remitted in the future. All 
realized profits or losses ($28,304 net loss) in foreign exchange transactions have been recognized in the 
determination of consolidated net income for the year; in addition, provision has been made for unrealized 
foreign exchange differential arising in consolidation. 


3. Notes and Accounts Receivable: 


Included in this caption is an account receivable from the Federal Maritime Administration for accrued 
operating-differential subsidy in the amount of $6,889,703 less estimated amounts totalling $1,500,000 to 
be deposited in the special reserve fund when received. (See Note 4) 


4. Special Funds and Deposits: 


Special funds and deposits at December 31, 1951 comprise the following amounts: 
Statutory reserve funds established under Merchant Marine 
Act of 1936, as amended: 


Capital and special reserve funds . . ...... +s $21,414,367 
Estimated deposits to be made upon collection of accrued 
operating-differential subsidy (See Note 8) .... 1,500,000 
; 7 ; pie? $22,914,367 
Contingent subsidy receivable (to be deposited if collected) $5,686,587 
Less—Recapture payable applicable thereto . . . . . 5,686,587 -- 
; 7 $22,914,367 
Other special and guaranty deposits . ......4.-. 1,841,974 
RECREE Beer ciate Veiifal Ac SH) Se ay Glee whe $24,256,341 


The capital and special reserve funds are applicable to Grace Line Inc., a wholly owned subsidiary, and 
were established as required by the Merchant Marine Act of 1936, as amended. This Act and the operat- 
ing-differential subsidy agreements require deposits in prescribed reserve funds of (a) profits from subsidized 
operations in excess of 10% of capital necessarily employed, one half of which (not to exceed the amount 
of operating-differential subsidy received) is subject to recapture by the Federal Maritime Administration, 


W. R. Gr 


AND SUBSIDIA 


CONSOLIDATED BALANCE 


CURRENT ASSETS: 
Cash: 


U.S. dollars—unrestricted . . - $ 17,637,919 
U.S. dollars deposited with banks ii in the United States a as 
security for loans payable in foreign currencies . . . . . 1,660,000 


$ 19,297,919 

Paige. Pas 6 ee oe oe es 2,759,946 
$ 22,057,865 
Bankers acceptances—U. S. banks . . . . at ta le 8,057,109 


U. S. Government securities, at lower of cost or market 4 biediaaing 
$1,298,808 deposited as collateral with Grace National Bank of 
New York, a subsidiary, as required by the Banking Act of 1933) 19,141,324 


Marketable stocks and bonds, at lower of cost or market aimee 
value $8,488,478) . .... ae 7,287,595 


Notes and accounts receivable, less reserves ae $4461; 601—Note 8 30,698,169 
Inventories, at lower of costormarket. ......+.-s. 45,977,662 
Stores and supplies, at cost orless . . . ...++-+e-e. 5,849,816 
renal SxmOunth cadsdon. oka ee: Sh) eS ase 1,503,940 

EGA CEPOL AAO pene sss: a 4) en LE 8) ve. ake $185,573,480 


SPECIAL FUNDS AND DEPOSITS—Note 4... . ° 24,256,341 


INVESTMENTS IN AND ADVANCES TO UNCONSOLIDATED 
SUBSIDIARY AND AFFILIATED COMPANIES—Notel . . . 8,437,382 


MISCELLANEOUS INVESTMENTS AND DEFERRED 
RECEIVABLES, less reserves of $1,402,588 .....4... 6,741,045 


LAND, BUILDINGS, MARINE PROPERTY, MACHINERY AND 
EQUIPMENT, at cost . . . . - « « « « $105,079,818 
Less—Accumulated depreciation . . ..... + +s « 58,328,582 
51,750,781 
CLES Pa SSnse es y's ke oe oF oe. ue eis 374,834 


$227,133,863 


(See notes to fi 


cE & Co. 


Y COMPANIES 


SHEET, DECEMBER 31, 1951 
Liabilities 


CURRENT LIABILITIES: 
Acceptances under letters of credit, mainly against merchandise 
imports into the United States ete ee ee 
Loans payable in foreign currencies . 
Accounts payable . é 
U.S. and foreign taxes on ican Sid 5 5 
Extra compensation and other accrued liabilities . 
Property damage, cargo and injury claims . 
Payable to unconsolidated affiliated company 
Total current liabilities 


DEFERRED CREDITS eee excess of unterminated voyage 
revenue over expense) . 


MORTGAGE NOTES PAYABLE TO FEDERAL MARITIME 
ADMINISTRATION (payable from special funds and deposits) 


MANAGERS’ DEFERRED COMPENSATION 


OPERATING RESERVES (principally for employee severance 
payments required under foreign social laws) 


EQUITY OF MINORITY STOCKHOLDERS IN CONSOLIDATED 
SUBSIDIARY COMPANIES. ... . 530 


RESERVE FOR CONTINGENCIES . 


CAPITAL STOCK: 
Authorized by charter—$60,000,000 
Issued and outstanding: 
6% cumulative preferred—40,000 shares of $100 par value . 
8% cumulative preferred—Class A—50,000 shares of $100 
par value . . . 
8% noncumulative preferred—Class B40, 000 shares of t $100 
par value ; 
Common—2,610, 000 shares without par value ; 


otal capital @totk . «6 of ew Gs © eho ws 
EARNED SURPLUS, per accompanying statement—Note 6 


ncial statements) 


$ 12,401,791 
9,991,049 
22,987,762 
7,889,443 
2,874,495 
2,837,143 
198,023 

$ 58,624,706 


2,572,785 


3,430,141 
2,648,706 


5,269,000 


11,168,698 
$ 83,714,036 
1,500,000 


$ 4,000,000 
5,000,000 


4,000,000 
26,100,000 
$ 39,100,000 


102,819,827 
141,919,827 
$227,133,863 


ris £3, 


(b) amounts equal to depreciation charges on owned subsidized vessels and (c) proceeds from insurance, 
_indemnities or sale of subsidized vessels. To the extent that the Administration withholds estimated recapture 
from:subsidy payments, that portion of excess profits to be recaptured is not required to be deposited in the 
funds. The com; is required, however, to deposit its portion of such profits, the undeposited balance of 
which amounted to approximately $1,500,000 at December 31, 1951. 

Contingent subsidy receivable of $5,686,587 represents the portion of subsidy accrued since January 1, 

sgh equivalent to interim calculations of recapture payable since that date and is withheld from payment to 
e company. 

The reserve funds may be used to purchase, construct or reconstruct vessels, to pay the principal of mort- 
gage notes on subsidized vessels, to pay to the Administration any profits subject to recapture under subsidy 
agreements, and under specified conditions may be transferred to the general funds of Grace Line Inc. 

Profits deposited in the reserve funds are not subject to federal income tax in the year earned. As pro- 
vided in the Act, profits withdrawn from the reserve funds and paid into general funds shall be taxable as if 
earned during the year of withdrawal. No provision has been made for such taxes since the amounts, if any, 
are not presently determinable. 


5. U. S. and Foreign Taxes on Income: 


Examinations of the U. S. consolidated income tax returns of the company and its domestic subsidiaries by 
the Bureau of Internal Revenue have not been completed for 1946 and subsequent years. In addition, exam- 
inations of tax returns in many of the foreign countries in which the company and its subsidiary companies 
do business have not been completed for recent years. In the opinion of the management, however, any addi- 
tional assessments that may be levied would have no appreciable effect on the consolidated financial position. 

No reserve has been provided for foreign dividend taxes or U. S. taxes, if any, which may become due at the 
time of future payment of dividends by foreign subsidiary companies included in the consolidation. 


6. Earned Surplus: 
The consolidated earned surplus at December 81, 1951 comprises the following amounts: 


BRUIOE OENON Gas Fels next sa o's, ten he se. a se OREO 
These consist principally of amounts set aside on the books of 
subsidiary companies in South America as required by statute. 


Surplus appropriated by Grace Line Inc. . . . . . 1... 34,016,526 
This is the portion of the surplus of Grace Line Inc., a wholly 
owned subsidiary company, which was not deemed to be avail- 
able for the payment of dividends to the parent company at 
December 31, 1951. It relates to certain deposits made by Grace 
Line Inc. in reserve funds under joint control of that company 
and the Federal Maritime Administration or the investment of 
such deposits in ships. 
Wnaporopeinted SA. gk kk te 
This includes approximately $7,000,000 which has been trans- 
ferred to capital stock accounts on the books of subsidiary 
companies. 


68,816,844* 


$102,819,827* 


*Parent company earned surplus—$16,645,550. 


